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YOUNG CONSUMERS 


Youth market is rapidly attracting attention today as 16 million junior 
and senior high school boys and girls control $6 billion annual spend- 
able income of their own. In addition, they exert a tremendous influence 
on buying habits of their families in hundreds of items from breakfast 
cereals to automobiles. 

Jobs for youth are plentiful enough to allow 27.4 per cent of junior high 
school boys and 46.0 per cent of high school boys to earn all of their 
spending money from part-time jobs. Whether their eye is on college 
or on a jalopy, senior high boys in 1959 saved an average of $4.03 a week, 
while their younger brothers saved $1.76. 

Typical home buyer today is younger than his counterpart of 20 years ago. 
Median age of buyers of new homes through FHA in 1959 was 33 
years as against over 36 years in 1939. For existing homes, typical buyer 
was under 34 last year, 40 two decades ago. 


. Biggest concentration of mortgagors is in age group under 35, which in 


1959 represented almost 60 per cent of FHA mortgages on new con- 
struction and 55 per cent of loans on existing homes. Easier mortgage 
terms have been influence. 


COLLEGE EDUCATION 


High school graduates made up slightly over half of American labor force 
(18 to 64 years old) in 1959 and nearly one in ten was a college graduate. 
In 1940, only one third had completed high school and one in eighteen 
had a college degree. 


College plans of graduating seniors show that 49.1% of boys and 45.2% 
of girls plan to attend college this fall. Of balance, 22.2% of boys and 
17.5% of girls are undecided, while 28.7% of boys and 37.3% of girls 
definitely do not plan to attend college. 

Student loans under National Defense Education Act (Title I1) as of Oct. 
31, 1959 totaled 95,841 loans with commitments for $44.0 million. 
Current average is $506 per loan. Funds in amount of $4.1 million 
were reserved for 8,828 freshmen entering college in September 1960. 


EMPLOYMENT 


Unemployment dropped by 546,000 from abnormally high level of March 
to 3.6 million in mid-April, while employment soared to 66.16 million, 
a record for the month. Drop in unemployment was nearly double 
usual seasonal decline and March-to-April increase in employment of 1.89 
million was about 3 times normal increase. 


THE YOUTHFUL CONSUMER 
INCOME SOURCES, 
SPENDING AND SAVING 
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BEHAVIOR OF INTEREST RATES 
1859-1959 


SHORT-TERM INTEREST RATES a 


e 
BA 
YN ela 


PT eee 
SLY 
BERGER 
ee aoe 
Pid | | a 
tt th da 


CONSUMER CREDIT 
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INTEREST RATES 


Rising trend in interest rates in recent years may cause observers to forget 
longtime downward trend which make today’s rates still low by com- 
parison. Chart shows 100 year decline from 8.9 per cent in 1859 to 
4.5 per cent in 1959 in long-term bond yields, while short-term interest 
rates, more sensitive to economic conditions, have fluctuated widely 
from 6.2 per cent in 1859 to 3.5 per cent in 1959. High mark for 100 
year period was 10.4 per cent in 1873, with low mark 0.2 per cent in 1935. 


Long-term interest rates dropped in 1859-1864 as economic growth slowed 
due to Civil War; raised 1864-1873 with rapid expansion of post-Civil 
War period; dropped 1873-1905 as savings and funds from public debt 
redemption outpaced demand for funds; raised 1905-1920 with expansion 
and inflation of World War I period; dropped 1920-1927 as increased 
volume of savings and redemption of public debt increased supply of 
fund; raised 1927-1933 with the boom starting in late 1920's; dropped 
again 1933-1946 with depression of 1930’s and wartime “pegging” of 
interest rates; and raised 1946-1959 with rapid expansion following 
World War II. 


Both long-term and short-term interest rates tend to rise in periods of pros- 
perity, which generate a vigorous demand for funds. Conversely, interest 
rates fall in periods of depression, when demand for funds contracts. 


One major exception occurred in the 1940's, when interest rates were 
pegged at level prevailing during depressed 1930's through agreement 
of Federal Reserve banks to purchase all Government securities offered 
at or above par. This pegging of interest rates led to near tripling of 
nation’s money supply, a development that contributed to rise of more 
than 100 per cent in the cost of living during the 1940’s and 1950's. 


CONSUMER CREDIT 


Low level of bankruptcies among customers of consumer finance com- 
panies was revealed in recent survey made by National Consumer Fi- 
nance Association. This survey included data on incidence of borrower 
bankruptcies in last six months of 1958 (recession months) in 3,243 con- 
sumer finance offices with 3.8 million accounts outstanding for a total 
of $1.3 billion. Of this total, bankruptcies were filed by customers in 
only 0.36 per cent of the accounts involving only 0.43 per cent of the 
total outstanding. Report shows that even in these recession months 


consumer finance lenders handled 99.64 per cent of their accounts 
without bankruptcies developing. 


Consumer instalment credit outstanding reached $39.6 billion at end March, 
an increase of $0.1 billion during first quarter. Increase during first 
quarter 1960 was approximately same as corresponding quarter 1959. 
During first quarter 1960 automobile paper increased by $286 million, 
somewhat more than the $257 million increase first quarter 1959. Other 
consumer goods paper decreased by $303 million, considerably more 
than corresponding seasonal decline in 1959. Personal loans increased 
by $181 million in first quarter 1960 compared to $141 million in same 
period 1959. At end March 1960 instalment credit consisted of $16.9 
billion in automobile paper, $9.9 billion in other consumer goods paper, 


$10.1 billion in personal loans and $2.7 billion in repair and modern- 
ization loans. 
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COLLEGE EDUCATION 


TOTAL LABOR COLLEGE PLANS OF HIGH SCHOOL 
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Consumer noninstalment credit outstanding was $11.5 billion at end March 
1960, a decrease of $1.1 billion in first quarter. Charge accounts out- 
standing decreased by $1.3 billion during quarter and service credit 
increased by $0.2 billion. 

Total consumer credit, instalment and noninstalment, dropped $0.8 billion 
during first quarter 1960 as end March figure stood at $51.2 billion. 


PERSONAL INCOME 


Rising flow of personal income has contributed, through higher tax yields, 
to improvement in fiscal position of Government since the recession 
low. Personal tax payments in first quarter 1960 reached adjusted 
annual rate of $47.7 billion. This compares with $46.1 billion in last 
quarter 1959 and $44.4 billion in first quarter last year. 

Rate of consumer savings, which slowed sharply in 1959, turned up in 1960. 
Personal savings in first quarter 1960 reached adjusted annual rate of 
$24.4 billion, or 7.1 per cent of disposable personal income. This com- 
pares with annual rate of $23.7 billion, or 7 per cent of disposable per- 
sonal income for final 3 months of 1959. Average for all 1959 was 6.9 
per cent. 


Consumer buying, at a $321.1 billion annual rate, was $4 billion higher in 
opening quarter of 1960 than quarter before. Close to half the increase 
reflected an advance in prices. First-quarter consumption was nearly 
6 per cent above a year ago in value and over 4 per cent in volume. 


Consumer market developments in first quarter featured a rebound in new 
auto sales, and continued growth in expenditures for services. Spending 
for food was up about in line with prices; while outlays for most other 
types of goods showed little change. 

Personal income reached new high in first quarter 1960 at annual rate of 
$393.1 billion, 6 per cent above a year ago. In April, personal income 
rose to another high of $397.4 billion at a seasonally adjusted annual rate. 
The monthly pattern in 1960 has been influenced by initial rapid 
advance and subsequent tapering of activity in steel and auto manu- 
facturing and rail transportation. Contraction in farm income is also 
visible in the course of the total. In most other industries a moderate 
expansion is continuing. 

Change in personal income differs widely by state, with Hawaii showing 
greatest increase (15.2%) in last year, and Mass., Ariz., Calif., Del., and 
Fla. completing top six. Six states showed decreases March 1959 to 
March 1960: S. Dak. (—6.2% ), N. Dak., Mont., Kan., Wisc., Ky. 


GROSS NATIONAL PRODUCT 


Gross National Product (GNP) for first quarter 1960 jumped to $500 
billion from $484 billion in last quarter 1959. Second quarter 1960 is now 
estimated at $504 billion, while third quarter may go to $508 billion 
and fourth quarter to $515 billion rate. Trend seems upward. 

Plant and equipment spending is expected to outpace any further increase! 
in internal sources of funds this year, with a greater proportion of long\ 
term financing to come to securities markets. 
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CONSUMER ASSET-TO-DEBT RATIO 


Asset and debt position of American consumer at year end 1959 showed 
21.9 to 1 asset-to-debt ratio of all assets and debts excluding those in- 
volving home ownership where ratio was 3.3 to 1. Ratio of all assets to 
all debts was 8.9 to 1. 

Consumer balance sheet as of December 31, 1959 shows consumer assets 
at new high of $1,532 billion. Total assets included current assets of 
$946 billion, made up of $180 billion in currency and bank deposits, 
$59 billion in savings shares, $207 billion in insurance and pensions, 
$102 billion in government securities and $398 billion in corporate and 
other securities. 

Fixed assets include $392 billion in home ownership and $194 billion as 
value of durable goods, for total fixed assets of $586 billion. (Note: 
Value of consumer-held durable goods is determined by total consumer 
durable purchases January 1, 1950 through December 31, 1959, de- 
preciated 10 per cent annually.) 

Current liabilities stood at $52 billion, with fixed liabilities of mortgage 
debt at $120 billion, for total liabilities of $172 billion. 


Total assets minus total liabilities establishes American consumers’ net worth 
at $1,360 billion. 


GROWTH OF THRIFT 


Growth of thrift in U.S. in last decade is demonstrated by rise from 88 mil- 
lion holders of life insurance in 1950 to 115 million at end of 1959. In 
same period, number of persons holding savings accounts jumped from 
64.9 million to 83.5 million; savings and loan account holders, from 
10.3 million to 26.4 million; and persons with private pension plans 
rose from 9.8 million to 20 million. 


Liquid assets of individuals last year, including investments in corporate 
stocks and bonds as well as savings, rose to a record $945.9 billion, com- 
pared with $880 billion in 1958 and $758 billion in 1957. 


OUTLOOK , 


Short-term financing, at all-time peak of $16 billion last year, should recede 
to about $15.3 billion in 1960. With commercial banks in a tight lend- 
ing position, rate of growth in 1960 will presumably slow from rapid 
1959 expansion. 

Less increase in home mortgages in 1960 than in 1959 is predicted due to 
expected drop in housing starts. Reierson Report projects increase at 
$12 billion in home mortgages in 1960, compared with $13.6 billion in 
1959, down slightly but still high compared to former years. Expansion 
in multi-family, commercial and farm mortgage financing which has 
climbed rapidly in recent years, should be slower this year with $5.1 
billion increase compared with $5.6 billion year ago. 


U.S. Government moved in late May to guarantee lenders against political 
risks in short-term financing for exports with 80 banks authorized to 


extend guarantee. Congress is moving to provide short-term export 
credit guarantee against commercial risks as well. 
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CONSUMER BALANCE SHEET 


i COLUMN INDICATES 1950 LEVEL 
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